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ABSTRACT 


The 1910 revolution had deep repercussions at all 
levels of Mexican society. Some major promises embodied in the 
revolution only began to be implemented between 1934 and 1940 
under the leadership of Lazaro Cardenas. 

Above all, in order to institutionalize the part- 
Petpatcion of all manos socio-economic group in the art- 
iculation of public policy, President Cardenas restructured 
the revolutionary party on corporatist lines: harmonizing 
class interests seems to have been his primary concern in 
restructuring the party. Moreover, harmonization of class 
interests could not be, in the Mexican context, separated 
from a larger share of the country's wealth being distributed 
to the laboring classes. 

In a very concrete way Cardenas' corporatism, which 
fostered the consolidation of the Mexican nation-state, grew 
in symbiosis with nationalism. The most nationalistic 
decision of the Cardenas' administration was the nation- 
alization of the foreign petroleum industry. 

In this thesis; I set out to establish the Links 


between the particular class struggle in the petroleum 
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industry, and the nature as well as the stage of the general 
class struggle in Mexico during the 1930's. More specifiacally, 
I demonstrate that Generate or an of the petroleum 
industry by Cardenas is best understood in the context of 


corporatism in Mexico during that period. 
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CHAPTER @ AL 


INTRODUCTION 


Corporatism, Nationalization, and Cardenas' Mexico 

On March 18, 1938, President Lazaro Cardenas 
proclaimed in a public broadcast the nationalization of 
the petroleum industry in Mexico. In this work,we shall 
try to determine not so much the reasons why President 
Cardenas made such a decision, but rather the, extent: to 
which this decision was important in relation to the 
historical development of the Mexican revolution up to the 
Stage, ormene ©orperate Ss Cate. 

In order to define clearly corporatism 
one must go back to its origins in the medieval guilds. 
However, a great deal of controversy has arisen over the 
subject of the Medieval ae Some historians suggest 
that medieval guilds were survivals of more ancient 


: 2 
institutions such as the Roman Collegia or Scholae. 


1 : , ; ; 
The guild can be defined as a union of men in the 
same craft that started in Medieval times. 


2 Mathew H.Elbow, French Corporative Theory, 1789-1948 


Srna a a 


(New York: Columbia University Press; 2953) ,°p.14. 
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According to medieval political philosophy, the guild 
played a major role in limiting the power of the state, 
its main purpose was to protect the individual from 
3 

tyranny. Severai modern corporatists, such as Mazaraz 
and Durkheim were impressed by the role and function of 
the wedieval guild as the representative of the trade in 
relations with the state. 

Analyzed superficially, corporatism may be mis- 
taken for fascism. Elements of corporatism were parts of 
Mussolini's Italy and Hitler's Gecmany, both regimes used 


it as a means of bringing the economy under political 


Fa 


0 | 


control. €orporatism for Mussolini had to be based on a 
unique party, a totalitarian state and a period of 

ee See Riel 
Trae 2tonat giorification. § Mussolini"s concept of 


Corporatism could only lead to the rise of fascism as 


experienced by Italy under his control. 


4 
i. 2a- 24. 
sxge HiSebine, A History of Political Theory 
(New Yoxk: Holt, +inehart and Winston, 1961), p.920. 
5 ; a) y te | s . . 
Louis Salleron, Naissance de 1'Etat Corporatif: Dix 
Ans | mé@iealisme en France (Paris: Librairie Bernard 
Gras ; 1942), { BZ 
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inncirect opposition’ torthis, as the Swiss way, 
There, individual freedom is respected and 
the initiative to create professional groups and 
corporative organizations is left to the eee 
The point here is that there are several types of 
corporatism and as a political system, corporatism is 
compatible with a diversity of ideologies. 

As aepuactical political ideology, corporatism 
has been adopted for a variety of reasons. However, there 
seems to be one constant cause: the desire to avoid or 
stifle bitter class struggle. In Latin.America, the 
historical roots of corporatism are deep} according to 
Wiarda, it even constitutes the dominant socio-political 
tradition, of that region. In the specific Mexican 
context, upon Cardenas' arrival in power, revolutionary 


violence had subsided: but class conflict had survived. 


i 
TOL. goo. 


Lawrence R.Alschuler, “Le Corporatisme comme Infra- 
structure de la Dependance au Mexique." Paper read at a 
Conference on Socialism, Populism and Corporatism in 
Latin America, January 30, 1976, Universite Laval, Quebec, 
p.Il. “Hereafter cited as Alschuler. 


Howard J.Wiarda, "Corporatism and development in the 
Iberic-Latin world: persistent strain and new variations,” 
The Review of Politics, 36, 1 (Jan.1937) 3-33. 


\. 


of ar PURGES OD FA leat * 
Te At wan Tir . 


aes 


Te ie | 


wa 


“RTS 22 emo? shel ‘wets Seb" eet Latie Rat 


' i a > 
+ =) 5, 
ell ! ze ' “a. _ a j : , of 
(a weled ed? 22 aie ok 
. 4 a) J KA oon ‘a x 
iS 


iS are bai, 


Ps all dHORT:? 


r 


Io. $45 cs La oe, od di os 


Fy 


ea” ore L2hdatiow tol epi Teedinbieg ie we 
i henge ane 1 oraiadl Cr 


Mt Wes SABE EOD = se a, we testttipg geet: 
it BVM | wt dprad Mie re 


48° Giote oo 9esee He Fakes Vai 
€ ! Flees . >, } - 


i - 4 ~ ra ae, 4 


nt? \Soibrdin A’ tebe) be siphon, Bai eo aa) 
| eae rie 9h! 5 ees 
> : * : AN : AGS 


ame | cts chee aly s Aaah 53 ans, ht ¥ 


"hs ~sieaeate ee oe Ab AL: % ibnipik| 


: ; a ‘i- ve 
AGhanch ty been: 4 a wiag vine farione ‘zitrebbx ec) 


steht bee) So eae anti e: ana wheel de : 


ik _ 

athe ott: 

= oy Soe fl 

a) g 7 


Siw i . * 
a Lea} 
rays 7 . 


:bav vada Ned Je tines eeuio Yd sae basen 


. of bnOt(saGe4 oy “017 Ae me ae 

Ck mté jhe 9 eat’ pe ee 

stot: ARO 3. aM Ee TNE Maes. 
3 ane Re BOS! > 


—) 


a a. 


Partly because no single class emerged as a decisive victor, 
a potentially volatile situation still prevailed. Cardenas 
chose to raise the power of the state to create a structural 
apparatus of a corporatist nature, conducive to the harmon- 
ization of class interests, and/or to the pos-ponement of the 
resolution of class contradictions. 

Corporatism can be defined as a system or principle in 
which a whole system is organized into industrial, agricultural 
and professional corporations serving as organs of political 
representations. — Furthermore, the functional categories 
are non-competitive, all functioning in cooperation with the 
stateee In Mexico, the political structure through which 
corporatism was introduced was the Mexican revolutionary party. 
A system of interest representation (instead of regional) was 
adopted along professional lines. We shall argue in the 
course of this work that the nationalization of the petroleum 
industry in Mexico is best understood when placed in the 


context of the Mexican political system under Cardenas. 


PO weneters Third New International Dictionary, 
LI6L, PP .Sr0s 


10a, aul Schmaiter, “Still )the,CenturyyotsCorporeatism?y 
The Review Of Polttics, 36, 1 (Jan. 1974)i85. 
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AUpeneNler ss and others have argued that the 
roots of corporatism in Mexico can be traced back to the 
PolgvConstptution.  lteo evident, that the 1917 
Constitution, laid, the legal ground, for Cardenas ' decision 
fo Nationalize the petroleum industry. .As.a legal. and 
contemporary concept, nationalization can be seen in 
opposition to the liberal conception of private property. 
Liberal philosophy views private property as an inalienable 
right of the individual. The 1917 Mexican Constitution 
departed from this assumption. Without going as far as 
abolishing private property, article 27 states that the 
ownership of lands and waters is vested originally in the 
Mexican Record Therefore, private property derives 
from the nation's own right, which may (or may not) grant 
Loco crc eeiecies SS ox in’ fact, tems verre, Of article 27 


was to add a social function to private property. This 


1laischuler, p.1l. 


2 
"The Mexican Constitution of 1917 Compared with the 
Constitution of 1857) The Annals of the American Academy 


eee 


of Political and Social Science, (May 1917, supplement), 


—_- 


13xonstantin Katzarov, The Theory of Nationalization 
(The Hague: Martinus Nijhoff, 1964), p.2. 
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was in contradiction with profit maximizing organizations 
such as the international oil companies. Furthermore, 
fervent Mexican nationalism, as an integral part of the 
Mexican revolution, went hand in hand with the 
nationalization of the largely foreign owned oil industry. 
It is also necessary to point out that this nationalization 
did not threaten the tenets of corporatism since it was 


geared towards an external entity. 


Having said in the beginning that our main 
purpose will be to place the nationalization of the 
Mexican petroleum industry in its social context does not 
presuppose that one should by-pass the capital-labor 
conflict that led to the expropriation decision. As the 
immediate cause of nationalization, the analysis of this 
conflict is important. Therefore, the work will be 
divided into two major (although implicit) parts: an 
analysis of of the capital-labor conflict, and a study of 
the social context in which the nationalization decision 
was made. 

We shall do so by first examining the situation 


of the petroleum industry in Mexico, from its genesis to 
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Nationalization. After giving this background information 
on the politics of oil in Mexico, we shall focus our 
attention on the other antagonist: Me: ican labor, its 
Origin, role in the Mexican Revolution and its situation 
vis-a-vis capital (in this case, the industry in question). 
The analysis then proceeds by a study of the capital-labor 
conflict in the petroleum industry. Starting from the 
premise that this particular conflict was but one aspect 
of class struggle in Mexican society, we Peas the third 
chapter by pursuing a class analysis in this country, in 
Order to further our understanding of the internal forces 
affecting the social process of Mexico. Further, the external 


forces are also studied, and finally the nationalization decision. 
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CHAPTER II 
OIL AND POLITICS IN MEXICO 
tne Petroleumslngustry in Pre-Revolutionary Mexico 

Petroleum is a very recent commodity.” The 
first well was drilled in 1859 by E.L.Drake in the state 
of Pennsylvania. However, man has known of petroleum in 
its crude form much longer than he has utilized it. 

In Mexico, during the pre-Columbian period, 
petroleum in its crude form was known to the Indians who 
referred to it as Ghapopote,— The ancient Indians used 
the oil coming out of Chapopoteras mainly for religious 
‘rites and decorations. 

In spite of the fact that surface indications 
of oil were evident, explorers and geologists alike 
repeatedly failed to locate oil deposits in Mexico. 


However, following some explorations, several American 


1 . 
Petroleum as understood here 1s a refined product 
aieecrudenoi) 3 


27he word "Chapopote" is composed of two elements: 
"Tzouctli" which means glue or gum, and "Popowhtli" 
meaning smoke or odor. Government of Mexico, Mexico's 
O31 (Nexico, en. 1949), p.9. ~Heréarverecited as 
Mexico's Oil. 
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and Mexican geologists concluded that there was no crude 
oil in Mexico, at least not enough to be exploited 


S 


commercially. But finally ;vat the turn of the century, 


the Englishman W.Pearson and the American E.L.Doheney 
carried out serious explorations which were successful.* 
On December 24, 1901, the first petroleum law 
was enacted empowering the federal executive to issue 
concessions to individuals and private corporations to 
explore and exploit the subsoil of Mexico.” Subsequently, 
Pearson and Doheney were given the authorization to 
commence the development of Mexico's petroleum. ° Eos 
our understanding that this law reflected the aim of the 
Diaz regime to build an ‘industrial state by facilitating 
the development of an oil industry. While at this point 
the primary objective of the Diaz administration was the 
building of an industrial base relying on foreign capital, 
(enjoying the inalienable right of private property) 


post-revolutionary Mexico reversed that trend. In fact, 
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the 1917 Constitution gave the state the control of sub- 
SOLUl-rights as well ves: the right to intervene in order ito 
regulate the industrial sector.’ President merece 
Cardenas took the greatest advantage of this aspect of 
the Constitution. , The government policies clearly 
illustrate the transition between these phases. In the 
first era, the government policy was to facilitate the 
development of an oil industry built on foreign capital, 
with a high degree of autonomy. The second era saw the 
oil industry,which was largely foreign owned, placed 
within the Mexican political context and ultimately 
nationalized. 

In” 2906,” Pearson“obtarned*Tlerge sederal 
concessions from the states of Chiapas to Tamaulipas 
under the law of 1901.° Pearson's rival (Doheney) was 
also at work on behalf of Huasteca Petroleum Company 
whose shares were incorporated in a holding company 


9 
established in 1907. It was the golden age of the 


Ture Mexivean Constitueion. of. doit Are os Para. 1: 


8 ; ; 
F.E.Gerretson, History of the Royal Dutch (Leiden: 
E.J.Brill, 1957), IV, p.258. Hereafter cited as Gerretson. 


9 
Ibid. 
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newly established industry. Relations with the government 
were harmonious, the labor front was peaceful and 
production steadily increased. From a total annual output 
Of, 545 barrebs win 1901 jppreduction reached 12,552,798 
barrels by the start of the revolution in Sees? From 
then on, the foreign-owned oil industry had to operate 


within a new and dynamic political environment. 


The Mexican Revolution and the Petroleum Industry 
Henry Lane Wilson, then American ambassador 
in Mexico, argues that the forces of Francisco Madero 
had probably received financial support from the U.S. 
oil interests in Mexico. Mee However, soon after 
Madero's takeover, these interests became disillusioned. 
The revolution could not be easily controlled since its 
components were too dynamic, and contradictory. At first, 
the U.S. failed to realize that a new era had begun in Mexico's 
history. No distinction was being made between British and U.S. 
© orenzo Meyer, Mexico Vv Cestadeseuni dosven tel 


Conflicto Petrolero, (Mexico, D.F.: El Collegio de Mexico, 
1968) > 419. 


tl uenry Lane Wilson, Diplomatic Episodes in Mexico, 
Belgium, and Chile, (New York: Doubleday Page and Company, 
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capital, as both were classified as non-Mexican. 

In spite of the ongoing revolution, petroleum 
production continued to increase ir Mexico. From a total 
SUepuULw Or 2 Olen Joe Darretsiin 19LL,) ae reached: 555,292,770 
barreis” by ewk e By this latter date, literally hundreds 
of oil companies were formed, of which more than twenty 
produced quantities sufficient for export. 

The years 1916-17 are considered as a turning 
point for the petroleum industry in Mexico. Under the 
Constitutionalist regime of Venustiano Carranza, Mexico 
endeavoured to pass laws concerning the ownership of the 
-<country's subsoil. A decree signed by President 


14 
Carranza and-published on August 31, 1916 said; 


woe Chat Bees. the exclusive: faculty 
of the Federal government to make 


12 
Thisias an annual output. Mexicors), O11, p.18. 


3 
Merrill Rippy, Oil and the Mexican Revolution 


eee... 


(Leiden: E.J.Brill, 1972), p.137. Hereafter cited as Rippy. 


So peer ee of August. 3. J916,sRelatave, tothe 
Exploration, Exploitation and Commerce of'Minerals, Petro- 
leum (etc.)" Foreign Relations of the U.S.1917 (Washing- 
ton, D.C.: Government Printing Office, 1926), Pw06 3s; 
Hereafter cited as Decree of Ai gust 3l, 1916. 
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obligatory laws for the whole republic 
on mining, commerce and banking 
institutions, national lands and forest, 
public lands, waters of Federal juris- 
diction, fishing in territorial waters, 
and on the organization of work in the 
various industries. 


This decree was followed by another one dated April 13, 
1917 establishing the rates of taxation for petroleum 
: L5 
andeats products. Besides, prior to 1917, two petroleum 
baxes existed in Mexico, the impuesto de timbre, or stamp 
paxeand, the derecno! Ge, barra, or bar duties.1® iis pace 
of that, while oil production increased by 385 per cent 
from 1912 to 1918, tax receipts increased by only 232 per 
; ; aX7 
Cent in che same period. 


15 
For details consult Harold E.Davis, "Mexican 


Petroleum Taxes," Hispanic American Historical Review, 12, 
No vA, (Nov. 1932)5.p.4 10. 


one stamp tax was imposed on petroleum whether 
exported or used in the country. It varied in amount 
trom 0.20) 1n. 1912 to -30../504n [9l3svandie0.60, per ton 
Bt O14 1 baa pp. 206. 


ce 1am inne basec on data compiled by Wendell C. 
Gordon, The Expropriation of Foreign-owned Property in 
Mexico (Washington, D.C.: American Council on Public 
Affairs, 1941), pp.53-55. Hereafter cited.as Gordon. 
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Oil production increased from 1917 through 1921, 
when it reached a high of 193,397,587 barrels. 18 However, 
this does not convey the conflict between the oil 
companies and the constitutional regime of carranza. This 
government had never really extended its control over all 
the oil regions which remained largely under the 
influence of General Pelaez. The oil companies found 
themselves in the uncomfortable position of having to pay 
taxes to both Carranza and the seditious General Pelaez. 
They could not possibly have avoided paying taxes to 
Pelaez since the latter's forces were in control of the 
oil region; yet, they found themselves being accused by 
the Carranza government with financing rebellion against 
the legal government of Mexico. 19 

Oil production was bound to reflect this 
politically troubled environment. Having reached a 


peak in 1921, it started declining steadily. This trend 


18 ta 
Ernesto Lobato Lopez, "El Petroleo en la 
. . cad eA 
Economica," Mexico Cincuenta Anos de Revolucion: La 


Deen — 


Economica, (Mexico, D.F. Fondo de Cultura Economica, 


1960),, In p-S2la) mereafter cited as Lobato Lopez. 


 Rippy, pp. 154-155. 
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remained unchanged, climaxing in 1932 with an all time 
low of 32,805,496 barrels,representing about an 

83 per’ cent decrease relative to the 1921 mavens © Pt. 
would be very difficult for anyone to argue that this 
downward trend was a mere reflection in the pattern of 
WOLIO Ole Production. On the Contrary, trom L920°'to” 1930 
production of oil increased by 105 per cent in the world 
and by 103° per’ cent in the u.s.7t According: to Wendell 
Gordon, 


After 1920 the oil companies invested 

no more large sums of money in Mexican 
oil... They preferred the more friendly 
legislation of Columbia and Venezuela... 
The reason why the production decline 
did not begin until some years after 
1917 is obvious. The countries at war 
demanded oil wherever it could be 
obtained at any costs. Also it toox the 
companies a little while to find new 
sources of supply. In Mexico itself the 
decline in production did not set in 
until wells drilled earlier began to 
become exhausted. 


In fact, the decline in oil production can be attributed 


mainly to the fact that the companies no longer felt their 


20 / 
Lobato Lopez, p.321 


21 oalculation based on data in Lobato Lopez, ps2. 


22 
Gordon, pp.53-54. 
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anterests..to béewsafte.in revolutionary, Mexico.,, Take, for 
instance, the case of northern Mexico which had long 
interested Standard of New Jersey. The company felt that 
it should not invest there because of the recent tax, 
royalties and other obligations imposed by the Mexican 


government. Standard of New Jersey reduced a high 


percentage of its investment in Mexican oil since 
24 

Mente Le suNnCerer ait ss «tO.kts. rights.. The company 
preferred to invest in, as well as to transfer its 


ablest executives to more promising countries such as 


aS) 
Venezuela. 


phe SocLuctLUre. OL tne O1l Industry ins Revolutionary: Mexico 


The petroleum industry was unable, or at least 
reluctant to adjust itself to the internal dynamics of 
the Mexican Revolution. This situation worsened with the 
coming of Lazaro Cardenas to power 2m los4. Pin order to 


adapt to the new situation the petroleum companies would 


Puerco M.Larson, Evelyn H.Knowlton, and Charles 
S.Popple, History of Standard Oil Company (New Jersey) 
1927-1950:New Horizon (New York: Harper and Row, 1971), 
p.128. tWereatvuer) cited, as»barson. 


24 
Ibid. 
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have to cope not only with high taxes and royalties but, 
above all, with President Cardenas' socio-economic policy 
Which implied workers' strikes, higher wages, a strong labor 
movement, Furthermore, these companies had to carry 

the liabilities of being foreign-owned in a highly 
nationalistic social environment. One only has to weigh 

the depth of the nationalist spirit of the Mexican 
Revolution especially under Cardenas, on one side, and on 
the other, the strength of the international petroleum 
companies,to realize the gravity of the situation. 

In 1938, eighteen petroleum companies, their 
affiliates and subsidiaries were operating in Maxielgn 4 
The companies can be divided into five major groups: 

El Aguile, Huasteca,’ Sinclain, MexacoxGulf and) Imperio. 
In 1936, these five dominant groups were 

responsible for 93.2 per cent of Mexico's national 
mroduction.s HaeAguilalproduced: 59.2uperscent,;sHuasteca, 
iO Oe per centimcinc lair? 92.8" per! cena, Mexico..Guit, 


7.3 per centvand: Imperio, 4.98 per cent.» The: sharevot 


26 
Mexico's Oil, pp.83-84, 
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independent companies only amounted to 6.8 per cent while 
all the five major groups were subsidiaries of foreign 


= in tect, Hl Aguila, Huasteca, Sinclair, 


corporations. 
Mexican. Gulf and Imperio were controlled respectively by 
Royal Dutch-Shell, Standard Oil of New Jersey, Consoli- 
dated O11 Corporation, Gulf Oil, and Cities Service of 
New York. One may even assert that two powerful 
international oil corporations were literally dominating 
Mexico's o11 andustry at all «stages of production: Royal 
Dutch-Shell and Standard of New Jersey. They controlled 
almost 75 per cent of Mexico’s total o11> production 
between them. The Royal Dutch-Shell was indisputably the 
dominant oil company in Mexico, producing in 1936, 
24,493,964 barrels of oil, the equivalent of 59.7 per cent 
Of a production total of 41, 0272915 pares 

The power of the foreign petroleum companies 
operating in Mexico prior to nationalization was not 


merely a function of their control over the Mexican 


petroleum industry, but also a function of the financial 


oe. 
Tbrae a Pp. 546-547, 
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power of the "mother companies." During the early months 
of $938, the possibility of expropriation was in itself 
pause to weaken the Mexican exchange position.on the 
international money market. 2° 

Then as now, the oil hoeniet sy was affected by 
three major forces: the international cil companies, their 
home governments {mostly the industrialized oil importing 
countries), and the oil exporting countries. In Mexico, 
the powerful international oil corporations were Literally 
dominating production. Between them, Royal Dutch-Shell 
and Standard of New Jersey controlled no ey than 
threerquarters of Mexico's preduction,. 

Two main attributes characterize the major 
international petroleum corporations. The first is their 
individual worldwide integration of refining and marketing 
facilities in several countries.34+ The second advantage 
is the facility by which these corporations ebtain large 


supplies ef oil from several exporting -ountries. 34 


cree eo 8 ern ern ene 


30 sabe! . = ries 
~ “8ixepropEiation in Mexico," The Eeenemist, 130, 


(March 26, 1938), pp.678-¢ 


* “Michael Tanzer, The Political Economy o£, Inter~ 


“Boston: 
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Being geographically diversified, these companies have 
strong bargaining power in their dealings with each host 
country.>> ine casero alt tucultysvithwa, host, country, they 
can cut production and compensate for the cut by increas- 
ing production somewhere else. Besides, because of their 
vertical integration, these companies can manipulate 
transfer prices, thus shifting profits to take advantage 
Of overall tax opportunities. 

One develops a clear idea of the mejor 
structural features of the international oil industry by 
considering the close links that always existed between 
-the companies and their home eovernnene © the dependence 
of oil exporting countries on a world market contrclled 
by the companies, and the insulation of the oil sector 
from the rest of their economy.>> Such was the structure 
and the strength of the petroleum industry at the out- 


break of the capital-labor struggle. 


Be 
Of course, in the 1930's, OPEC which greatly 


contributed to lower this potential did not exist. 
34 
41-58. 


35 
Ibid., p.60. 


For a discussion on that subject see Tanzer, pp. 


yee 


tions Fe we ad) Sead gio’ 


well abnwapo: . sus) Sil 


Ww 


ar) ie Bw ona 
‘ya a eae eb: wae ne Tee se 
MD DAG) £ -t02 wis, eal sibel te 


sa late 48M iY iad eat soph ‘ott 


Spedneviw. Side, oa uate eoite Mie mg actug 2: “ 


ati sciitisand ‘sh tt ne 


eG i “FS vai ga oii +) oat i 
eit pe ag ‘gem oath Fad sai — sa 


7 
siete, &. 


hoe 36 iid enee de Pr: 


Nae . iy: oad ; ne: 
ee "ib: wn ge my He. ied nF om 
r 7 or-5: ich =e A r - ~ ee 


~ 


a 


; ; :4 TH Se ey 
Wisse A>! ih, 4 Hi. Jvner’ ‘es3 it +4* seta aes 
PEGS Hee inthe a ai im ei ay. 
mM at | oy Sie sae 
QA  .IEney) 222 - ae stada OF Ge2eevocss my 
) ese dae : 
7 


4 / 
aD q 7B 
"a! 7 j 5 o 
i 


21 


CHAPTER, Lt 


BACKGROUND TO THE LABOR 
MOVEMENT IN MEXICO 


The Origins of the Labor Movement in Mexico 


We have already mentioned that the implantation 
of an oil industry was connected to President Diaz' 
development outlook and his desire to industrialize 
Mexveo.. In'fact,.PROrfeirio Diaz and the cientfficos 
had decided that industrialization was the key to Mexico's 
future. This effort to build an industrial base had 
profoundly changed the country's social components by 
paving the way for the rise of an urban proletariat as well 
as of a trade union movement. Because the role of this 
emerging labor movement was crucial in the 1937-38 conflict 
iiethe.oOLlsindustry ine Mes. co, 1h Mo esnpertant toustidy 2t, 
Let us turn our attention to this movement by studying 
its development and its role in relation to and within 
the Mexican political apparatus. 

The first congress of Mexican Worker's 
Societies was held in 1876, the year in which Wee 


became President. For the growing Mexican working class 
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the oes approach could only be a short term remedy 
to improve their conditions. The word as well as the 
spirit of the laws prevented the workers from taking 
effective action, | 

Byn lolO7 the, Gran Confederacion de los 
Trabajadores Mexicanos was founded. At this time, the 
influence of the anarcho-syndicalists was substantial. 
On January. 5, 1907,. following, President Difaz' ruling 
against the striking workers of Puebla, another strike 
broke out in the textile industry of Rio Blanco in 
Veracruz. Diaz ordered the Army to''end. this strike, and, 
through violent inethods the army Bie oma ae Subsequently, 


a} 
The mutual benefit societies or Mutualidados 


constituted the first manifestations of the spirit of 
association in Mexico, They were forined by artisans and 
the first factory workers. These societies had existed 
earlier in Europe as an elemental form of labor organiza- 
tion. Their main purposewas to set up a trust fund by 
the members and for their benefit. 


= ia tanne Simon, "Anarchism and Anarcho-syndicalism 
in South America," Hispanic American Historical Review, 
26, (1946), 38: 


Carlos M.Rama, Mouvements Ouvriers et Socialistes: 
1l'Amerigue Latine (Paris: les Editions Ouvriéres, 1959). 
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the combination of economic problems, political upheaval 
and an aging President brought an end to the Diaz dictator- 
ship, 

Francisco Madero triumphantly entered Mexico 
City at the head of the revolutionary forces, and was 
elected to the Presidency on October 15, 1911. In his 
to owners who had had their lands usurped by the peasants, 
but he made no rulings concerning the oroine elass. 
However, Madero did not have a negative attitude toward 
Pabor “for Vewas ‘during His Presidency what the rightof 
workers .to organize was recognized-for the first time in 
the history of Mexico. Nonetheless, the Mexican lasor 
movement was slow in taking advantage of its new 
recognition.” JAccording, to Ashby:> 

In most cases, the newly created organiza- 

tions were without any clear understanding 

of the place they should fill in the new 

scheme. Leaders were untrained and the 


masses of workers undisciplined; it was a 
period of blind drawing together, since 


pigs C.Ashby, Organized Labor and the Mexican 
Revolution under Lazaro Cardenas (Chapel Hill: University 
of North Carolina Press, 1968), p.8. Hereafter cited as 
Ashby. 


5 
Ashby, p.8. 
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the few previously mentioned strikes 

had had little effect upon the work- 

ing class as a whole. 
With the formation of the Casa del Obrero Mundial and the 
collaboration of this labor organization with the 
Carranza regime, the Mexican labor movement had by 1915 


made some steps towards becoming a component of the power 


structure of the country. 


The Labor Movement and the Mexican Revolution 

The Casa del Obrero Mundial was created July 15, 
L922) fC -uniced) most groups of workers in Mexico, and 
became a center of social and propaganda activity. It 
“included tailors, shoe makers, mechanics, carpenters, 
painters, plasterers, stone cutters, and textile Mortars. 
After the assassination of Madero and the rise of the 
conservative General Huerta to power, the Casa del 
Obrero Mundial was prohibited and most of its leaders 


7 


arrested. The movement was reorganized shortly before 


Moises Poblete Troncoso and Ben G.Burnett, The Rise 
of the Latin American Labor Movement (New Haven: College 


and University Press, 1960), p.98. Hereafter «ited as 
Poblete and Burnett. 


These actions are well understocd if one remembers 
that Huerta was a representant of the reactionary wing 
of the army, trying to restore the old. order. 
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the constitutionalist General Venustiano Carranza assumed 
power (beginning of 1915). It became fully a part of the 
newly established regime partly because it had linked its 
fate with that of the constitutionalists by organizing 
Six petealionss to fight on General Carranza's side 
against. Villavand Adpata sin 1915. OnvPebruary.17, lls, 
a. pact was signed ,.between President Carranza,and the Casa 
del Obrero Mundial whereby the President pledged to 
reinstate the workers' Union. In exchange, the labor 
organization promised to maintain its six battalions in 
the constitutionalist fight against the revolutionary 
forces of Villa and Zapata. Having its fate linked with 
that of the group in power had its advantages as well as 
its disadvantages for Mexico's labor movement. Indeed, 
this labor-government relationship seemed to be the 
tendency in many parts of Latin America. Poblete and 
Pasnecee argue that at the roots of this phenomenon is 
the great disparity in wealth prevailing between classes 


in those countries. According to these authors, the 


These workers fighting units were called "the six 
red battalions." Poblete and Burnett, p.148. 


2 
Ibid. 
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union could not do otherwise but to be drawn into politics 
RE che CONServVatzve elements that hela the bulk of 
_ personal wealth” and were ready to :ubvert labor's efforts 
hes tat, fundamental rights could only be successfully 
contained if labor ceased to be an outsider to the 
politickt preesse There is also a strong possibility 
that financial difficulties faced by the early Latin 
American trade unions had forced them to seek financial 
aid aan friendly politicians and governments, thus, 
Ben tributing to their politicization. 

In Mexico, the labor-government cooperation had 
“a great impact upon the drawing of article 123 of the 1917 
Constitution, and this article is of major importance in 


analyzing the Mexican labor movement. 


Labor and the 1917 Constitution 
’ rks - : ; LZ 
Article 123. of the Mexican Constitution 


provides fdr an eight hour day, the enjoyment of at least 


ee he 


id 2 ids 
ibid. 


1 Robert T.Alexander, Organized Labor in Latin America 
(New York? The Free Press, 1965), pp.14-15. 

L2 
*“Macgarita de la Villa d: Helguera, Constituciones 
Vigerites’‘en la Republica Mexicana (Mexic6, D.F.s: Univecsi- 
dad Nacional Autonoma de Mexico Imvrenta Universitario, 
1962), pp. 60-68. 
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one day's rest for every six days' work, the determination 
of the minimum wage by special commissions to be sub- 
ordinated to the Central Board of Conciliation to be 
established in edch state miOfyvital importanee’ to the 
effective functioning of the Mexican labor movement are 
paragraphs (lo, b7 ‘and \lSno0fathe Gonstitution.+? 
Paragraph 16 stipulates that workers and employers should 
have the right to unite for the defense of their 
respective interests by forming Byndneaeess 
The following paragraph affirms that the law shall 
recognize the right of workers and employers to strike 
and lockout. Complementary to these two sections is 
paragraph Le stating that strikes are legal when carried 
out by peaceful means; they shall aim to bring about a 
balance between the various factors of production, and 
to harmonize “the rights of capital and labor. 

Arcicle, 125 Of the 1917 Constitution did not 
mark an end to labor strife in Mexico, but a new 
HDegsmnInNG tite sarticie did not fully ireriect the 


reality of Mexican working conditions, instead it 


i 3 
The Mexican Constitution of 1917, Art. 123, paras. 


ite ie Los 


46 Boch ) pada agpnRHR wth 2 


RS . (aus 


=e eg oes uongett 7a a0. % ae 


iat, Abiuds agate nak ho 8 ey a 2a stad 
a aie qn erg <n vot er s6n > | 


& suede wos 2d om ‘ re 
we 9ce Siecae | 5 eS ay 

on | er NOE 
soa bib west sles eee ties es ty a) ae Bie 

war 6 suid ae Bf oi sit, Sude! a 

ode’ a2 129% wlohe Apr ‘bib akabere or 


sh Re sacti Lee iy ead am fis 


a 


, eg 
seh ar Pe ens Bt) Terre. 1 
e > a ih 
‘ ; " 7 ‘ft 


28 


represented an aspiration or goal toward which labor 
would strive. Essentially, article 123 states significant 
aspirations which constitute the parameters in which labor 
demands can be Padeske Finally, one Can*argue,) as ae 
did, that the 1917 Mexican Labor Law transferred the 
hacical nature “of “Mexican, labor into ‘onevof stability. 

ie did so by "contributing greatly to) the ancorporation 

of the labor movement into the political process thus 
reducing the polarity between the two Badiees It was in 
this context and spirit, following the general labor 
eongress of Octobér 197) that “the Confederacign 


Regional \Obrero "Mexicana, or CROM, «was “born. 


Labor-—Government: The beginning of a partnership 


Although very corrupt, Luis Morones, founder 


of the CROM, 1s generally regarded as the first really 


16 


influential Mexican labor leader. Under his leadership, 


l4nenry A.Marquand, Organized Labor in Four Continents 
(London: Longmans Green and Co., 1939), p.443. 


1S prederick C.Tfurner, The Dynamrmeyor Mexican 
Nationalism (Chapel Hill: The University of North Carolina 
Press, 1966), (.p.182.. Hereafter cited as Turner. 


16 
ASHBY. Ae. dS. 
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syndicalist as well as political actions were both 
contemplated for the purpose of attaining the movement's 
7 
ends. During the Obregon and Calles administrations 
(December 1920-November 1928), the CROM made considerable 
progress in increasing the number of unions, and in 
uniting the proletariat which was becoming familiar with 
syndical life and ba e aa In the middle of his 
term (around 1926), President Calles detached himself 
from Labor in an effort to give back confidence to the 
upper ciasses whom he had previously ignored. The 
reaction to Calles' new attitude was very weak, partly 
because tabor leaders were caught by surprise. They all 
were learning the hard way, that close collaboration 
between labor and government did not necessarily mean 
that the working class exercised political power. Said 


20 
ite Lombardo Toledano: 


ie@ente Lombardo Toledano, "The Labor Movement in 


Mex i The Annals of the American Academy of Political 
and Social Science, 208, (March 1940), 50. Hereafter cited 


eet = ee 


as Lombardo Toledano. 


Shisha) Pe. 


oa utarco Elias Calles, Mexico before the World, 


Public Speeches and Documents. Compiled by A.H.Murray 


(New York: The Academy Press, L927)5 pp.53,68. Hereafter 
cited as Calles. This is Murray's comment. 


207 ombardo Toledano, p.50. 
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The masses did not develop a consciousness 
of their historic role. Since the organiz- 
ation leaders did not orient the workers in 
regard to the theory of the class conflict 
and the immediate and ultimate objectives 
of the proletariat, the false notion was 
conceived that the participation of several 
members of the CROM in the government was 

a truly revolutionary device which would 
make it possible to effect the transition 
from a Bourgeois society to a Socialist 
society without a great crisis. 


From then on (1926), the labor movement never stopped 
Losing its=polaticale influence,’ this®patternscontinuing 


until 1934 and the coming to power of Lazaro Cardenas. 


7 

President Cardenas and the Mexican Labor Movement 

By 1928, the CROM had slowly started to dis- 
integrate, breaking into numerous local groups. 
Lombardo Toledano (a creation of Cardenas according to 

22 ee. . 

Brandenburg), acter AnitLlalbly SUuUsterinc, dereat as: a 
candidate for Secretary General of the CROM, started 


Organizing the Confederacion General de Obreros y 


Campesinos de Mexico known as the CGOGM an October 1933. 


Pa 
Ashby) #16. 
22 : ; 
Frank Brandenburg, The Making of Modern Mexico 
(Englewood Cliffs: Prentice-Hall Inc., 1964), p.84. 
Hereafter cited as Brandenburg. 
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Ashby, pp.17-18. 
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On the labor front the CGOCM was very active, and 
Cardenas who assumed the presidency in December 

1, 1934, was determined to allow the labor movement to 
gain new strength. Nonetheless, up to 1935, ex-President 
Calles was still very influential in the Mexican political 
scene; playing since 1928 the role of the power behind 
the throne. On June 12, 1935 Calles decided to confront 
Cardenas either because the new President was showing 
strong signs of not wanting to be just a figurehead, or 
because of his sympathy to labor. Probably these two 
factors combined had Calles irritated enough publicly to 
denounce the recent strike waves as subversive. Without 
hesitation, organized labor rallied to the support of 
Cardenas. Calles lost the showdown and was sent into 
exile. At last, President Cardenas was the undisputed 
leader of Mexico. A new chapter in the Mexican Labor 
movement was about to be written. 

In February 1936, a convention was held by 
activists in the labor movement of Mexico. The 
convention produced the Confederacion de Trabajadores 
de Mexico, or CIM.” With -the-consent-of-President 


Cardenas and perhaps his recommendation, Lombardo Toledano 
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was selected Secretary-General of the CTM for a five year 
term. The CTM was without doubt committed to Marxist 
ideology; its founding oe ees « declare that Mexico's 
two major objectives should be political and economic 
liberation from imperialism and complete abolition of 
capitalism. With 3,594 affiliate organizations anda 
total of about 945,913 members, Lombardo Toledano's labor 
movement was one of the main components of Cardenas' 
revolutionary party. Lombardo Toledano himself became 
fully integrated into .the country's ruling elite. 

Although relying heavily on the support 
of Lombardo Toledano, Cardenas made sure that he 
ultimately retained the upper hand. A major difference 
between these two men seems to have been the commitment 
of Lombardo Toledano to the idea of Socialism as an 
international movement. Cardenas was not as ideologically 
fixed as Lombardo Toledano; above all, he was a true 
Mexican nationalist. Therefore, as long as Moscow's 


policy ran parallel or coincided with his, the President 


24 
Robert Paul Millon, Mexican Marxist: Vicente 
Lombardo Toledano (Chapel Hill: University of North 
Carolinasksess, 1966) ,7p. 119. Hereattem cited as’ Millon. 
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cared little about his’ lieutenant'’s international 


Zo 


connections. Like Lombardo Toledano, President 


Pay ecise seems to have accepted the hypothesis of the 
class struggle’ as inherent in the capitalist - system. 
However, unlike the labor leader, Cardenas saw that 
struggle not as a ‘means to destroy the ruling classes, 
but rather as a path to permit the constant adjustment 
of their interests by (for instance) the working class 
and the industrialists. Besides, Cardenas also realized 
that the workers represented a weaker class than the 
industrialists since they only possessed their labor 
power. They had to be backed by the state. Therefore, 
Cdrdenas saw state intervention on behalf of labor as a way 
to achieve social justice. 

It is not impossible that had Cardenas shared 
Lombardo Toledano's ideology the latter would have stood 
a good chance of succeeding Cardenas as Mexico's President 


in 1940. But the President always managed to stop his 


protege from becoming the obvious number two of his 


25 
Brandenburg, p.82. 


26 
Ashby, pp.272-274. 
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administration. “He did<so ay 


(es eS rourngecche laAgrar 1 ans sciva lLoservants, 
bank employees, and teachers away from his 
giant labor central; by fostering a peasant 
militia officered by reg.lar army men to 
balance Lombardo's militant industrial 
proletariat; by permitting Leon Trotsky, 
over the strong objections of Lombardo to 
assume political exile in Mexico... 
In fact, in dealing with Lombardo Toledano, 

President Cardenas showed Great political skill. 7 in 

4 
Cardenas' view, a balance had to be kept between labor 
and the other socio-economic sectors of society. While 
4 
the labor movement reached a peak during the Cardenas 
period, its power and influence were always under the 


‘control of the President. He used it as an instrument to 


strengthen the influence of the government over local as 


‘ : ‘ d 2 
Well as foreign industrial and commercial interests. 


Having analysed the respective situations, 
first, of the o1) industry, then of the tabor movement in 
Mexico, the stage is thus set to talk about the capital- 


Tabor -CONnL Lice eines GNGusStry.. | Gltssour view -tnac 


7 
Brandenburg, p.82. 


28 
Ashby, pp.272-274. 
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this conflict was the immediate cause of President 


/ EA : , : ‘ 
Cardenas' decision to nationalize this industry. 
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CHAPTER IV 
THE CAPITAL-—LABOR CONFLICT 

Social Classes and the Mexican Rev: lution 

Mexico's proclamation of independence may seem 

a 
to be the result of the Criollos' revolt against the 
Gachupines? and Spanish rule. However, the Criollos 
decided to sever Mexico's link with Spain in order to 
\ 

consolidate their power vis-a-vis the landless and 
oppressed peasant class.° 

Ultimately, the’ Criotlos ‘declared’ for 

independence not because of Spanish 

tyranny but because of the loosening 

of Spain's control over her colonies 

and the threatened usurption of power 

from below by Indians anc Mestizos. 
The War of Independence and its aftermath wer2 under 


conservative auspices, and became a matter of Crio_los 


versus Gachupines. 


tCriollo designates the local born Spaniards. 


Gachupines designates the European born Spaniards. 
James D.Cockcroft, "Mexico," Latin America: The 
Struggle with Dependency and Beyond, Ronald H.Chilcote 
and Joel C.Edelstein, eds. (New York: John Wiley and 
Sons, 1974); 2309. Hereafter «cited as Mockeroft. 
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According to Tannenbaum, three factors are 
responsible for the attempted breakup of the large 
estates, during the struggle for i: dependence: the 
abolition of the legal inferiority of the Indians, the 
abolition of entailment of large holdings, and finally, 
the confiscation of the church land. The old land tenure 
in Mexico, although weakened by the War of Independence 
was far from being destroyed. Later on the land policy 
of the pfaz' regime instead of solving re land 
concentration problem, worsened it. By the end of the 
Diaz dictatorship, Mexican lands were held by proportion- 
“ately fewer people than at any time in the country's 


5 In fact, one of the major contradictions of 


history. 
Diaz' regime is the fact that while the President and 
his associates were dedicated to progress, they remained 


unable or unwilling to get rid of large land holdings, 


and for that matter of the landed class. The causes of 


Frank Tannenbaum, The Mexican Agrarian Revolution 
(Washington, D.C.: Archon Books, 1968), pp.8-9. Hereafter 
cited as Tannenbaum. 


For an analysis of President Diaz' land policy see 
Tannenbaum, pp.11-14. 
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this result from the following aspects of the Mexican 
colonial heritage: how independence came about, which 
class benefited the most from it, which one OE een 
the most influence within the country during the years 
following independence, and also the absence in 
subsequent years of a strong indigenous entrepreneurial 
Opn industrial class ian Mexico. 

However, from the end of the colonial regime 
£o, 1910, many, things’ in Mexico had ananged: The landed 
class although still the most powerful one, was 
politically weakened by, as we have just seen, some 
‘consequences of independence, and also by the very fact 
that progress was taken by the Diaz regime as being 
synonymous to industrialization. Furthermore, although 
a local industrial group had emerged, subsequent to 
Diaz's industrial DOLicy, 2thiwast ours Peeien: Finally, 


the working class, although very limited by the very 


John H.Britton, "Urban Education and Social Change 
in the Mexican Revolution, 1931-1940," Journai of 
Latin American Studies, 6 (1973-74), 233. 
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parameters of Diaz' industrial policy, was, nevertheless, 
for the first time, existent in Mexico. Obviously, there 
were substantial differences between the Mexico of 1820 
and that of 1910 when the revolution broke out. 

Potentially the most revolutionary class in Mexico, 
during the violent phase of the revolution (1910-1917), was 

7 
the peasantry. in LILO, che rural “population, of the country 
8 

giuounced) to LO, 501,-/22, (out Of a. population total of 
fs Te0) 360. In other words, around 70 per cent of 
Mexico's population was rural. One should not be 
surprised at the leading role played by this class in the 
revolution since it was so hard pressed by the land 
system.>° Some light is thrown on its condition when one 
observes that 9,591,752 of the peasant population were 

7 

COGKGYOLC, spc. 

8 

Tannenbaum, p.28. 

De OT: 

Wilke, Daz. 

one should be careful, however, not to exaggerate the 
extent to-which the classes participating in the revolution 


were revolutionarily conscious. For example, certain peasant 
groups which participated in the revolution had little or no 


class consciousness. 
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Classified as Peons.!1l 


One should notmmainimize the, fact that before, 
as well as at the start of the Revolution, the urban 
industrial working class was also potentially ina 
revolutionary situation. The various industrial strikes 
violently broken by the Diaz regime very well confirm this 
point. 1/2 Besides, "the six red battalions" composed of 
workers that fought under the constitutionalist forces 
of Carranza are a testimony and a symbol of the working 
class contribution to the revolutionary cause. 

But why did an essentially peasant-worker 
revolutionary movement notresult in a new peasant- 
worker order? One way to try answering this question is 
to remember that although the national industrialists were 
unable to fill the power vacuum when the old order 
crumbled, they were never wiped out, since the 
revolutionary leaders themselves saw industrialization 
as the only way out of poverty. Another way of looking 


at this question is to realize that the peasant class 


11 annenbaum, Ds25. 


12 ockcroft, eo en 
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was unprepared, uneducated and poorly organized, and the 
working class could only be as feeble as the industrial- 
ization process itself. It is understandable that after 
the revolution succeeded, no single class was ina 
position to assertits political hegemony. In fact, only 
the state, backed and fueled mainly by an educated and 
urban middle sector was in a position to restore order, 
keep it, and give to the country new directions. 

Hoping that the preceding class analysis will 
help us understand the internal elements affecting 
Mexico (1917-1934) parallel to the capital-labor struggle, 
let us now turn to the analysis of the external factors 
influencing Mexico especially in the 1930"s. 
Cardenas' Mexico and its External and Internal 
Environment 

While the influence of the labor movement grew, 
President Cdrdenas never lost its control. In spite of 
this; it 1salso truce hthatssnortlysanmeer Cardenas replaced 


Abelardo Rodriguez in 1934 it became clear he was 


3 

John J.Johnson, Political Change in Latin America 
(Stanford: Stanford University Press, 29538) ,op.238.- 
Hereafter cited as Johnson, Political Change. 
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detérmined to see that the Mexican Revolution fulfilled 
its socio-economic duties vis-a-vis the workers as well 
as the landless peasants. Thus, during Cardenas' 
presidential term the Federal government was bound 
to pursue a more interventionist policy than under 
Cardenas’ predecessors. However, when one places the 
Cardenas administration within a globalecontexty aberas 
clear that what appeared to some as bold radicalism was 
not.at all alien and/or in opposition poveocieseeononie 
policies as practiced by other non-socialist countries. 
During the early 1930's, in the wake of the 
gréat depresSion, Meynard Keynes' theory of state inter- 
vention to regulate economic life gained acceptance first 
in the United States and thereafter in England. North of 
the Mex tear border, Franklin D.Roosevelt became President 
in 1932 and.among his New Deal team A ies 
+. bureaucrats and diplomats with broader 
vision and perspective than the simple 
nFetection of every parcel of U.S.owned 
propéetty; and while it may not have been 


“as broad”as the Mexican concept, it was 
1 alien idea... 


| 4A 
Karl M.Seh» tt, Mexico and the U.S. 1821-1973 
Conflict and Coexi; tence (New York: John Wiley and Sons, 


1974), pp. bi0=171 
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Therefore, in relation to Mexico's influential northern 
neighbor and also to. Western Europe, President Cardenas 
; ‘ LS 
was not acting outside existing parameters. However, 

7 
his policies, especially in his dealings with the oil 
industry, were substantially different from those of 
: 16 
his predecessors. 
As we have seen, when Cardenas came to power in 
1934, the external elements affecting Mexican political 
life were quite different from those in the 1920's for 
instance. As far as the Mexican social environment was 
concerned, new factors had become more important than 
before. Among them, the rising importance of the 
country's labor movement, under the leadership of 


Cardenas' protege Vicente Lombardo Toledano, was 


indisputably a most’ important unternalyevoluti on: 


IScertainly, to many conservatives in England for 


instance, Mexico was viewed almost as a socialist state. 
But we stated that Mexico was operating within existing 
parameters because it was not the first and/or the only 
country to conceive an active role for the state apparatus 
in its socio-economic life. 
16 

Callesr also had his share of proovems with the o1k 
industry. For example, his December 31, 1926 petroleum 
law was not complied with by 22 out of 144 companies. 
Caitles, .p.id2. 
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LoaceConflict 

During his electoral campaign, Lazaro Cardenas 
had. pledged his honor to the promise of fulfilling his 
obligations to the working ass tee What Cardenas really 
meant by this pledge was soon to be revealed by his 
handling of the conflict between the oil companies and 
thesworkers.. Before 1935, the oil industry contained a 
total of thirty-five independent 0il workers' unions. 
thereaftern,, all these wnions merged, with the approbation 
or even the benediction of Cardenas, to “form the ‘new Oil 
Workers: Union ,)] affiliating itself with the 
Confederacion de Trabajadores de Mexico, or, CTM > headed 
by Lombardo Toledano. ~~ invJudly. 1936 peathe new COL) Workers’ 
Union called a special convention to draw up demands for a 
collective labor agreement covering all 15,225 petroleum 
workers. The petroleum corporations were presented with 
the possibility of -a; general strike) 1fstheysdid not agree 


aeiAte 1B 
to begin negotiations within ten days. The aggressive- 


ily 
ASHDY, DeSe. 


18 
Of course, a less divided labor movement was bound 


to help labor strength vis-a-vis Capital, 


ag 
Ashby, p.196. 
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ness shown at this stage by the union is better understood 
when one remembers that Mexico's petroleum industry was 
dominated: by foreign, capital, anainl yiU.S.,.and British. 

As the date of the strike approached, President 
Cdrdenas intervened. Through the labor department, the 


President proposed to arrange a worker-employer assembly 


to be attended by representatives of both sides,-° The 


negotiations broke down and the union presented a 

thirteen point statement to be oneal ae basis for 

a settlement. The employers replied with a thirteen point 
counter-proposal. 


It.was.a:shifting situation, made-up of 
positions which changed and moved at 
every moment, because they were based on 
certain conditions of acceptance by the 
other party*of certain benefits to which 
the other party did not agree, as upon 
proposing a Giving, thing)seackupartyudid 
SO.On; condition. that the ormer party 
desist from certain demands and accepted 
others /figiin short, it was a question of 
conditional proposals and counter- 
proposals, and conditions were complex 
and numerous. 


20 
Mexicolis Oil, p.518% 


ot 
Ibid., p.519. 
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One of the major differences between the unions 
and the companies was that the former asked for a forty 
hour week divided into seven days, whereas the companies 
proposed the same work week divided into five days, the 
worker would enjoy one "bonus" day and one rest day every 
week“? Besides, there existed a difference of 40 per 
cent between the union's wage and salary demands and the 
companies' offer. 

No agreement having been pena: cn May 28, 
1937, a general “strike was declared in the o11 industry. 
As the days passed, different regions of Mexico faced a 
‘Scarcity of petroleum. it became -=clear to the union 
leaders that the economic crisis caused by the strike 
could well undermine their favorable public image as well 


as the government's. Above all, the loss of government 


Support could not be risked, and “thus, the union decided 


22 
Ibid., p.525. 


Calculations here are based on data puyvlished 
by Rippy, p.204. 
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BOmIntcensity thevstrugqgle and to institute a “Conflict of 
Economic Order"24 before the Federal Board of Arbitration 
and Conciliation. In turn, €his board designated a 
commission of experts composed of Efrain Buenréstro, 
Under-Secretary of Finance, Mariano Moctezuma, under- 
Secretary of Economy, and Professor Jesus SlLLVasherzog), 
Counselor of the Department of Finance. 

Mong other things, the experts discovered that 
the real wages of the oil worker at that time were lower 
by 16 to 20 per cent than those which they earned in 
1934, 2° Comparatively, the real wages of the U.S. oil 
worker in 1937 were more than seven per cent higher than 
those of 1934. The commission proposed that the minimum 
wage in the petroleum industry should be five pesos a 


day. 26 It concluded the companies should increase their 


ender Mexican labor law, when in a labor dispute 
an agreement cannot be reached because the company (ies) 
involved allege a lack of economic capacity to accede 
to worker demands, either of the conflicting parties may 
appeal to the Board of Conciliation and Arbitration. The 
end result of this process is to determine whether the 
workers are making extravagant demands or the companies 
are making offers below their financial capacity. 


oO eaceks On Fep. 591: 


Prine companies' minimum wage offer was 3.6 pesos. 
Ashby, p.204. 
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labor cost by about 26 million pesos.. The companies, in 
burn, SaLlduthey could otter 22-5 milblion.pesos at the 
moos This disagreement was mairly due to differences 
between companies and government figures, regarding 
profits made by the companies. For example, after an 
examination of the companies' books, the government 
claimed that the total profit made by the petroleum 
Corporations erome 1934 to 1936 amounted to 169,015,,000 
pesos, whiie the companies maintained that Cheir prorits 
did not exceed 68,669,000 pesos.*° 

The companies rejected the conclusions of the 
-experts report wand. broughtthe matter to the .attention-of 
the Supreme Court of the country, theihighest legal body 
of Mexico. The decision made by the Supreme Court to 
uphold the conclusions reached by the experts was 
eae ead 

--ethe complaint is overruled in the 

present plea of Amparo with respect to 


the declaration of competency of special 
group number seven to take cognizance 
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of the conflict’ of economic ‘order 

instituted by the oil workers of the 

Mexican Republic against the following 

companies... 

Finally, on March 16, the companies decided to 
offer the payment of 26 million pesos a year in wages and 
salaries,complying with the major conclusion of the 

30 
board. But this last minute effort by the companies to 
comply with the decisions of the board was only partial 


since they failed to agree with other requirements of 


the Labor Beavat oO 


The Nationalization Decision 

After it became clear that the companies were 
refusing to abide by the decision of the Supreme Court, >“ 
President Cardenas decided he had no other choice but to 


settle the aiedtes On. Marche1s, 1938, in a national 


30 

Larson, pp .l30=i5t, 
Sub 

oid el oa, 


Ce tenes the companies had strong reasons to 
believe that the decision of the Supreme Court was not 
fair to’ them. After 1936,- the Supreme ‘Court of Mexico 
became very dependent on the executive branch of govern- 
ment...» Larson, p-129. 

33 
Although the U.S.Ambassador to Mexico, Josephus 
Daniels believed that the primary issue was the labor 
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broadcast, Cardenas declared the nationalization of the 
petroleum industry. 

Every yeer on March 26, Mexicans joyfully and 
proudly celebrate "Petroleum Day." While Cardenas' 
decision represents a great victory for the labor movement, 
it transcends the labor-capital dispute. As Lombardo 


Toledano said a few hours after President Cardenas had 


read the expropriation speech: -* 


All those present at the transcendental 
act of the reading of the manifesto... 
have agreed in affirming that this 
document has the value of an act of 
national economic independence, in the 
same manner as that of 1821 has the 
Significance of the act. of the: political 
independence of Mexico. The political 
revolution, arter more than a century, 
has produced dialectically the economic 
revolution. Mexico begins to acquire 
today a profound sense of its great 
destiny. 


It is understandable why, for people like 


Lombardo Toledano, who were caught in the middle of the 


dispute and that Cardenas' original objective was not 
expropriation, most of the excutives of the companies 
remained convinced that right from the start,. expropriation 
was the President's objective. Larson, p,1i31. 
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action or were, more accurately, participating actors, this 
labor-capital clash appeared in itself so important. 
However, having had the immense advantage of hindsight, 

we are in a position to state that this complicated conflict 
can only be considered as the immediate cause of 
nationalization. We consider it only to be the immediate 
cause, Since the nature of the situation of labor as well 

as that of the oil industry were mere consequences of 

deep rooted social changes that began with the 1910 
revolution up to the point of a corporate state under 


/ 
Cardenas. 
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CHAPTER V 


THE POLITICAL ECONOMY 
? 
OF CARDENTSMO 


A. The Political Ideology of President Cardenas 

Born on May 21, 1895, in Juquiltsan, Michoacan, Lazaro 
Cardenas was of modest origin. When his father died (1910) 
Cardenas was only 15 years old. Soon after he was fighting 
on the side of General Obregon, against the federal army. 
After Obregon occupied Mexico City on August 10, 1914, Cardenas 
was promoted to major, a promotion earned through his fighting 
prowess against Zapata's troops. 

Cardenas' political ideology developed and matured from 
the long and violent reality of the Mexican revolution itself. 
The two deep rooted political principles most dear to him were: 
respect for popular verdict, and respect for established 
governmental authority. As governor of the state of Michoacan 
between 1928 and 1932 he demonstrated his honesty by 
eliminating corrupt bureaucrats. 

Cardenas' views on the role of the state require some 
discussion. For Cardenas the promises of Social Justice 


carried by the Mexican revolution could only be fulfilled 


Nathaniel and Sylvia Weyl, The Reconquest of Mexico: 
The Years of Lazaro Cardenas (London: Oxford University Press, 
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SS) 
through the active mediation of the state. This principle was 
clearly elaborated in his speech delivered on March 28, 1934: 


seoMnoer ths doctrine the function of 
the Mexican state is not limited toa 
mere guardianship of order; nor is the 
state recognized as sole title holder 

of our economic wealth; rather there is 
discovered a concept of the state as the 
regulator of the important economic 
phenomena of our regimen, of our wealth 
production and wealth distribution. 


In the same speech, cArdenas, usually a man of action 
rather than a theoretician, adopted a theoretical approach 
by comparing the ideology of the Mexican revolution to 


other existing ideologies: 


The Mexican revolution progresses toward 
Socialism, a movement that draws away 
equally from the super-annuated tenets of 
classical liberalism and from the norms 
of the communistic experiment being made 
in Soviet Russia. It draws away from 
individualistic Liberalism because this 
doctrine proved incapable of unrestrained 
delivery of the sources of wealth and of 
instruments of production to the selfish- 
ness of the individual. And our revolu- 
tion draws away from State Communism 
because it does not fit in with the 
idiosyncrasy of our people to adopt a 
system that deprives the individual of 
the entire fruit of his effort; gnor do 

we desire to substitute for the individual 
boss the state as a boss. 
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CAardenas' understanding of Liberalism and of Communism 
may not have been as precise and sophisticated as that of a 
master dialectician. However, this loose and somewhat pragmatic 
ideological position places his Concepe den of the Mexican 
Revolution in full perspective. Clearly, Cardenas saw himself 
as not simply the proponent of a particular class, but the 
representative of all classes for the purpose of the glorification 
of the nation-state. In other words, nationalism, deeply 
rooted in the traditions of Mexico and of the revolution itself, 
can be seen as a principal component of Ree aes of Lazaro 
Cardenas. By siding, for instance, with the Mexican oil workers 
against powerful foreign interests, cArdenas proved to have 
absorbed the nationalist spirit and norms upon which 
revolutionary Mexico rested. 

In a monumental work on the Mexican Revolution, 
James Cepek distinguishes four ideological periods in 


the dynamic course of the Mexican Revolution: the 


Steener pp. 34-35. 


Seance W.Wilkie, The Mexican Revolution: Federal 
Expenditure and Social Change in Mexico Since 1910 


(Berkeley: University of California Press778 367), 4pp-135-32. 
Hereafter cited as Wilkie. 
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Dolrtacal, -sociar, economic, and balance revolution. But 
implicit in the Wilkie thesis is the division of 
revolutionary Mexico into two broader ideological 


2 During the first, the state acted as a quasi- 


periods. 
passive administrative machine, and during the second, as 
a socially and economically active political apparatus. 
From 1913 to 1920, “amid the radical. talks of: aiding the 
masses, Mexico's government based on a new found and 
fragile consensus, could really do little. . However, with 
Eeevarrival of Cardenas in power in 1934, the old concept 
of the administrative state was abondoned when the 
President sought and found greater funds which he used 
for state action. The end result of Cardenas' policy 
was a qualitative transformation of the politico- 
economic life of Mexico. 

bEae Cardenas succeeded in qualitatively changing 
the role of the state, it is nonetheless important for 
one to remember that the process of consolidation of 
the power of the state in Mexico started long before 1934. 


2 Arey: 
For more details see Wilkie, p.37. 
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onen Benito Juarez became President in WOSo,, the ‘country 
as a whole was still to a large extent functioning in 
accordance with the same norms and values solidly 
established over three centuries of -ule by the Spanish 
crown. Juarez, however, was determined to rule according 
tosthe letter and sspirit of the, liberal Constitution. © 
This regime did not think it proper for the state to 
intervene into, or to direct the economic life of the 
country. Furthermore, the liberal principles of the 
Judrez administration demanded freedom eee en as 
well as external trade in order to achieve economic 
devemooment. -= 

ThylSsoyePoriarr30 Diaz came to power in Mexico. 
He seemed to believe, as Juarez before him, that foreign 
capital and export were keys to the country's develop- 
neneas while economic laisser faire remained at the 
center of the official economic ideology. In fact. 


f . 
Juarez and Diaz viewed the state as being the guarantor 


10 paymond Vernon, The Dilemma of Mexico's Develop- 
ment: The Role of the Private and Publ vapsecctors 


(Cambridge: Harvard University Press, 1963), p. 33. 
Hereafter cited as Vernon. 


i oanem Cao's 


12 pia. 


ae 


re Pua 
ab dette ‘ fbitam 
3? “ema diay? es pe ares 
7 80 

‘efRptos su teW bas een, tig E 

ly fat? awe ita 


aeinane oat) vd oh Ba Scape 1" 


of no, sustaeno ieresit! arg ve ater © Bawa ) 
ee eg ste, aula e5/ sheer ae touts tor aa ont re | 


q Cie rs 
t 


“ett bap er, > tameses: ita toad etek ELS) + - f 
OF 0 eonsanil sevothi ade ; ‘ 
eas, hi aig +08 tobaert hodinaae sdotsanan) 


eh 
faa sah een cl atret-n ahses 
« in a iy ;"2 j 
7 Z| ie 
ae s “a pL, ee Ayi=2 
_ nse o ‘an sda iipre ; 
ee \ < ae hs, 7 


; 2 edt oat Lida aasited uote | p Seat beck 
oA pve ey heels ae pe foe eer get sna i 


mr, ph 


« dip re oy sn a sic nat Li A 
ovat xl eat nine ate ste chee 


‘“e et Sa? pet ron a sista " fer zi may xin Ps 


ve ia 


> a 


ges : - ; 7 4 


5a 


of security and stability with a passive role in the 
socio-economic field. 

During he forse eecade « f the mevolution, one 
Gan hardly say “that a national state existed in’ Mexico. 
Some of the major pillars supporting a modern state were 
non-existent. For example, there were neither a genuine 
national currency, nor a central bank, and not even a 
true national army or a civil service.?? However, the 
1917 Constitution had opened the way to a consolidation 
of the power of the presidency and/or that of the state. 
According to Vernon, ** at the Constitutional convention 
‘of 1917 there were only two propositions that rallied 
near universal agreement. The church, foreign interests, 
and the land owners, which dominated the Mexican 
PoP cal structure, WOuld nave sO -sUDLender cher power. 
On the other hand, the state had to assume more 
responsibility. The convention also agreed to strengthen 
the power of the presidency by granting to the president 


the right to veto, to initiate legislations’ and also Lo 


1 
Ibid., p.59. 


14 
Ibid., pp.62-63. 
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issue personal decrees. Furthermore, the new Constitution 
gave to the state its legal basis. to intervene in the 
economic life of the country. Besides, the 1917 
Constitution added to the traditional guarantees 
eonsecrated byvan individualistic. society, others, which 
were supposed) to ’protect the) interests, o£-groups, and 
the community as a whole las 

During the 1920's, the growth in the strength 
of the central government was SAS Plutarco Elfas 
Calles who entered office on December 1, 1924, contributed 
much to strengthen the power of the state.,..iIn.fact, it 
was Calles, not Cardenas, who first injected the state 
into economic life on a broad Cae President Calles 
put firmlycinikhe hands, ofthe: stateythne, danection of, the 
fiscal and monetary system by creating the Central Bank 
of Mexico. He also took the first step to professionalize 


the army under the able direction of Secretary of War, 


General Joaguin Amaro. Presadent Calles' policy to create 


vp 
ee Gonzalez Aparicio, "New Forms of Industrial 


Organagation in Mexico,” Annals of Coltlersive Economy, 15, 
(1939), 96. Hereafter cited as Gonzalez 
16 


Brandenburg, p.75. 
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a modern and strong state, along with the validity of 
his economic policies created a general atmosphere of 
confidence. Real estate developer:: as well as 
industrialists and financial interests thought the time 
had come to invest in revolutionary Mexico. 

In 1929, while Calles was the power broker of 
Mexico, all the regional political bosses were invited 

wet ; 18 

LO arfiliate withe single national party: 

Thais invatatiton set oft Local, revolt, 

bUL Te was-quickivwoerushedl ein tne end; 

recognizing the growing power of the 

national center, and calculating that 

they had more to gain in acquiescence 

than revolt, the generals and local 

Civilian leaders responded to the call. 

However, Calles waited until 1932 to overhaul 
the revolutionary party. He did so by introducing the 
idea of functionality whereby various interest groups 
such as labor unions and government employees should 
play a formal role iin the structure of sener party. 


When Cardenas was elected President in 1934, 


although the cluster of national interests upon which 


7 
THI pp.74-75- 


18 
Vernon, pp.69-70. 
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the stability of the government rested was narrowly Beet 
a young national army and a growing bureaucracy existed. 
During his presidency, Cardenas never failed to Carey iout 
and develop Cabies” policy aiming atycreating ja strong 
national state.More important,while managing to steer the 
development away from totalitarianism, President 


4 
Cardenas laid the foundations of the Corporate state. 


C.State Interventionism under Cardenas 
The consolidation of a strong state by Cardenas 
was not an end in itself. The President believed instead 
that in order to be active, the state had to be strong. 
Under the leadership of Cardenas, the state did intervene 
actively jressentially jin the ‘agriculttral “and industrial 
sectors and through its federal expenditure policy. 
inthe agricultural seetor,*hne operation of 
Stata icredit tory ldatanios goes (Dace bo 19265) Dut 
great impetus was given to this system when Cardenas 
became President in 1934. It was during this latter year 
that ithe National Ejidal Credit Bank became a reality. 
This organization became the most important component of 


the existing state credit system, in the government effort 
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to exert a greater influence upon the agricultural sector 


19 Whple sin 6926 "the -feotal Shoan advances 


of the economy. 
to agricultural associations and individuals amounted 
to 1,905,000 pesos, in 1934 they reached 3,496,000 
pesos and soared as high as 13,135,000 pesos by os7e- 
President Cardenas' industrial policy resembled 
his agricultural policy to the extent, at least, that 
state intervention and control was the common denominator. 
In 1937, he created the National Workers Bank for 
industrial development, and co-operatives which 
represented a capitalization of about 26,000,000 pesos, 
with around 12,000 members, were directly administered by 
this bank. ¢! As a government tool, the National Workers 
Bank was empowered to give long term credits to 
co-operative organizations and others. Furthermore, 
that bank could decide which new industry could be 


established. 22 


anronie Vargas Macdonald, "Agrarian Reform in 
Mexico, “Annals of) Collective Economy, —157) (1939) >, 136-137: 
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Also, Cardenas created or expanded other public credit 
institutions such as Nacional Financiera, Banco de 
Credito Ejidal, Banco Nacional de Commercio Exterior, 

23 : gue 
etc. Finally, the powers of the Banco de Mexico 
were broadened. 24 

In the sphere of federal expenditure, the 

increasing role of the state during the Cardenas 

ae : ; 4 PMA 2 ; 
administration is well explained by J.W.Wilkie. Mars 
author's accounting federal expenditures in Mexico 
before, during and after the revolution are quite 
revealing. For instance, whereas actual federal 
expenditure only took 6.3 per cent of the budget in 
1925, and’ 627 per icent in 1934, at reached 8.56 per cent 


by 1940.~° Another indication is the projected and 
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actual expenditure. In 1911, projected and actual budget 


were 105,432 pesos and 97,293 pesos, in 1927 they 


reached 318,721 and 310,082 pesos, and 445,266 and 


ernont De/ 2% 


id: 


2 Wilkie, pp.1-8. 
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2 
Se2;7228 pesos an 1939. ‘i 


The difference in federal expenditure between 
Cardenas and his predecessors was not only quantitative, 
but also of asqualitative* nature; © Once again; this’ is 
well illustrated by Wilkie a who compares government 
expenditures from 1900 to 1963. This study conclusively 
shows,among other things, that federal expenditures under 
President Cardenas were more oriented than before towards 
the social and economic fields, as opposed to the 


/ 
30 Cardenas' 


wy. : 2 ‘ : 
administrative sector. ; Fors Wid k 1ey% 
expenditure policy marked the turning point of Mexico's 


revolution. 


2. Corporatism and Functionalism ian Mexico 


° ee eee, 


Cardenas' agrarian policy had a profound 
impact on’ Mexivco’s rural populations Wey 1940, 


the population living on the haciendas had 
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; Shik 
a@eopped from abowe 37, 000; O00, 1n 1910 tos00, 000, 


According to When the Cardenas land reform program 
drastically changed the political power structure of the 
country's rural areas. More important, this success 
seems to have contributed to Cardenas' decision in 1938 
to reorganize the Revolutionary Party on lines which 
reflected the diffusion of power = 

Deep changes, related to Cardenas' conception 
of the organization of Mexican society, had also occurred 
in the industrial sector. Besides expanding the economic 
apparatus of the government, the president also rejected 
the idea of a division of the business community into the 
commercial and industrial sectors, President Cardenas 
combined the National Confederation of Chambers of 
Commerce, CONCANACO, and the Confederation of Industrial 
Chambers of Mexico, CONCAMIN, into one large association. 

Furthermore, before Cardenas' presidential 


term came to an end in 1940, the private sector of the 


Vernon Doss. 
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economy had recognized and accepted his economic ideology. 
A major practical aspect of this ideology was the 
government's right to invest and produce wherever private 
industry could not. Another aspect was the government's 
duty to regulate the country's economy on behalf of the 
public interest. Finally, with the government gaining 
control of the basic utilities before Cardenas left 
office, the division of responsibilities between the 
private and public sectors, the main characteristics of 
modern Mexico, had been Baten neat = 

One must recall that upon Cardenas' arrival 
in power, the violent phase of the revolution was 
well over, but class conflict had survived. Partly because 
no single class emerged as a decisive victor. a potentially 
volatile situation still prevailed. Cardenas had but two 
alternatives: either to let the revolution run its full 
course by embracing Lombardo Toledano's ideology as well 


as, its implications, or to use the power of the state and 


create a structural apparatus of a corporatist nature, 
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conducive to the harmonization of class interests and/or 
to the postponement of the resolution of class contra-— 
dictions. Having decided that the Mexican revolution had 
devoured enough of its own sons, President Cardenas chose 
the second alternative. The means by which he would 


implement this choice was the Revolutionary Party. 


B.Functionalism and the National Revolutionary Party 
ene. recalls, was formed tin 1929 jby Calles.) The PNR 
included the most influential political leaders in the 
country. The idea was to give the dominant groups an 
institutional basis. Two important results of such an 
institutionalization were that those elected to office 
were inside of one party and thus, more likely to 
represent the real balance of political power, and were 


35 


less likely to provoke armed rebellion. Thais<tor 


Calles was the logical and practical complement of a 
a 
speech given September To2e en which he stated clearly 


that the revolution was not a process of liberation but 


of ordering. 


Henry Bamford Parkes, "Political Leadership in 
Mexico, "Annals of the American Academy of Political and 
Social Sciences, 208 (1940), 15. 
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i 
In March 1938, President Cardenas decided 
to reorganize the revolutionary party (PNR), as well as 
6 . 
PRM. The new party was to operate along occupational, 
Honetionel giines. In-the structurally new party, four 
Sectors were created: Labory,. Agrarian,» Military. .and 
5 / K ; 
POpULaAr sectors, President Cardenasswas: neither 
heading towards the building of a Liberal-Pluralistic 
Democracy, nor towards Communism. The concert of the 
inalienable rights of individuals is found at the 
very roots of Liberal Democracy. Besides, in order to 
‘prevent the violation of individual rights, thus preventing 
majority tyranny, a system of "checks and balances" is 
advocated by liberal democratic theory, which disperses 
: ; 38 : : 
power throughout several institutions. Le.1s obvious 


that a contrasting theory of legitimacy emerges when the 


power of the groups is not considered as detrimental to 


3©mMiguel Osorio Markan, "El Partido de la Revolucion 
Mexicana, Mexteo: 1970, ty p.oco. 


Sn SpKG arma (ON 


8 ae ; 

2 Ronald Gene Eggleston, "Legitimacy and Ideology in 
a Corporatist State: A Case Stndy of) Pose~1910 Mexico,” 
Diss. .Syracuse,*2972, pli. 
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individual equality to grant Paiotlegeen: o Without a 
doubt, the monistic goal of consensus, unity, as opposed 
to,Comperit son. plural vem iS: implicit e an Cardenas! 
reorganization of the Revolutionary Party along 
functional lines. 

Furthermore, at the time Cardenas chose 
functionalism as the new path for the Revolutionary Party, 
he obviously did not view Communism as the right path for 
Mexico's future. Prior to the creation - the PRM, 
Cardenas resisted leftist pEessure fon aysocialist 
Mexico, ACCOrGdiNG, EO Recon ee one ae 


The reorganized National Executive 
Committee of the PNR issued a 1936 
manifesto claiming that "the new 
Democracy to which the PNR aspires 

is one in which organized laborers 
and peasants shall exert a growing 
influence of political and economic 
leadership upon the) country =... 
Within a year, however, Cardenas had 
repudiated this strategy in favor of a 
corponatist. policy wand Chel Pe Niewas 
reorganized completely to include the 
labor and peasant sectors along side 
the military and popular sectors. 


39 
Ibid., p.60l. 


40 
Ibid., pp.48-49. 
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Liberal principles such as freedom of the press 
and regular elections were respected by Cardenas, yet 
during the 1930's, Mexico was far .rom.being a liberal 
democracy. During that era, the workers and the peasants 
became politically more influential than ever before; 
yet, during that period, Mexico was not, by any means, 
ruled by a proletarian dictatorship... Under Cardenas, 
Mexico's political system had retained traditional and 
authoritarian characteristics, however to conclude that 


Cardenas' regime was totalitarian would be a complete 


fallacye 


In order to delineate more positively the 


parameters of Mexico under Cardenas, one must also 
understand the post-Cardenas era. Was it justa 
prolongation of the Cardenas' era? If not, in what sense 
and why was it not so? Was the nationalization of the 


oil industry in Mexico an historical accident? 


Sis Cardenas and Mexico's Push to Industrialization 
A.Elusive Socialism or Mitigated Capitalism? 
4 
If President Cardenas' prime concern really was 


the agricultural question, one can also argue that,. from 
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a retrospective viewpoint, there seems to be a not 

. . . . ? 
obvious but nonetheless existing link between Cardenas' 
socio-economic. policies and his successors' concern with 


INAUSEELALIZALCLON. 


Richard Parkei states that Mexico's 


agricultural sector has contributed to the development 


process as a whole by increasing export of this 


Bee one 


Agricultural exports have increased 
from 610.1 million pesos in 1934-36 
to 2614.5 million pesos’ in’ 1952-54, 
providing in the process support for 
the importation of foodstuffs, a 
substantial balance for foreign 
exchange. 


Starting with President Camacho, from 1941 on, the 
Mexican government development policy favored industry 
over agriculture. For instance, under Manuel Avila 


Camacho, industrial development was encouraged in a 


i 

Richard W.Parks, "The Role of Agriculture in 
Mexican Economic Development, " 
Repairs, Lo; eNO. O64) ge 235 


42 
Thad. seo 254 
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43 
number of ways: 


---about 400 manufacturing firms have 
been exempted from paying taxes and 

more of the same firms have also been 
allowed to import needed equipment and 
raw materials free of duty. In addition, 
new industries have received protection 
from competitive foreign products 
through tariff changes and by means of 
direct control, of simpoxrts. 


As far as land distribution is concerned, it may seem 
that President Camacho was not the revolutionary 

w 7 
Lazaro Cardenas was. While Cardenas distributed 
17,889,791 ha.of land to 774,009 peasants, Camacho 

: : 44 
distributed only 5,518,970 ha.to 112,447 peasants. 
However, investment in the agricultural sector continued 
to increase, although since 1940, it has been directed 

7 : 45 

essentially toward industrial crop production. es 
doubtful whether one should categorize Mexican Presidents 


7 . . . 
of the post-Diaz era as revolutionaries and anti- 


43 sanford A.Mosk, "Financing Industrial Development 


in Mexico," Interamerican Economic Affairs, 1, No.l. 
GLOATe,) Gs 


Bo esti Sicol, ia Réforme Agraire et les Difficultés 


de l]1'Agriculture Collectivisee au Mexique, " 
4, “No. 15... (1963) 7 s4—11; 


Tiers-Monde, 


45 
Richard W.Pazxks, op.cit., pp sig—20- 
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revolutionaries. As a revolutionary situation progresses, 
its original ideals must be adapted to new dynamic socio- 
economic realities. In Mexico, after Cardenas, the 
middle sector seems to have played a substantial role in 
persuading the government to change its agricultural 
cag Lo a ee . 
policies 25 "This: Level “of Mexican society ‘knew that 
precipitous land distribution could have adverse 
censequences on the economy: 
" Any measure that would result in reduced 

agricultural production could upset the 

total economy. The wholesale redistribu- 

tion of land offered such a threat. 

47 
-J.J.Johnson also argues that the middle sector feared 
that the state would finish by possessing nearly all the 
rural land. Had such a situation occurred before a solid 
base for private industrial enterprise was laid, it would 
have threatened the future of capitalism in Mexico. 

We will.not go so far as to say that the 


/ : 
direction taken by post-Cardenas Mexico was desired and 


pursued deliberately by Cardenas. One should not forget 


sea ee raeper sic deduction. 
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however that President Cardenas never questioned the 
commonly held belief that Mexico's economic development 
Snould pass through andustrialirzation. ~ it, is vital, to 
remember that Cardenas favored, very strongly, state 
interventionism, a key policy underlying industrializa- 
Sioa. > However, it would be too simplistic merely to 
evade all eee tema ee Oy, stating that Manuel Avila 
Camacho simply betrayed Cardenas, his friend and 
supporter of his Soe RNoe once he took office. 

It seems very clear that it is one thing to 
add a social function to private property and to 
Matitonalize, basi cl uUtrlitiestand Lndustmiecss. and another 
thing to go as far as changing the existing relations of 
production. President Cardenas surely viewed the social 
function of private property as the only non-violent 
path leading to socialism. But this sword is double- 


edged. Giving a social function to private property can 


48 sohn J. Johnson, The Military and Society in Latin 
America (Stanford: Stanford University Press, 1964), p.139. 


*? sohnsont Political Change, p.142. 
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be the first step towards fundamental changes in the 
existing relations of production, as well as the last 
Scep” toward -the-eonsolidation of,the-existing ones. In 
retrospect, we now know that post-Cardenas Mexico opted 
for the second alternative. Cardenas' ideological 
elusiveness during his term in office had left the future 
development of Mexico unstructured and Camacho (Cardenas' 
choice as his successor) chose to consolidate capitalism. 
However, Camacho's capitalism kept nationalism as an 
essential ingredient, and his dealings with the boycott 
of the international oil industry area testimony to 


that assertion. 
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CHAPTER VI 


CONCLUSION 


Some Economic Repercussions of Expropriation 

By nationalizing the oil industry, President 
Cardenas thus ended a bitter capital- labor Cont lice. 
Nonetheless, Mexico had now to face the consequences of 
the expropriation decision. It is not necessary here to 
outline the various techniques used by the oil companies 
LO, DOYGCOCE production and distribution of Mexican oil on 
the market. The companies tried everything from 
-influencing the U.S.Senate to amend the "National Stolen 
Property Act" in order to give to the President the 
authority to prohibit the importation of “stolen property, " 
to bringing suit before European civil tribunals, 
contesting the legality of the distribution of what they 
persistently called “stolen property." 

Long before the nationalization act, as early 
as August 19s7, ua Che’ mrast OL tne too cispuLe, 
Mexico had to deal with monetary difficulties due to 


actions taken by the petroleum companies. In order to 


force the government to side ayainst labor, the companies 
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had begun the withdrawal of deposits from Mexican penegen 
stl tgneror capa tal dropped ithe metallic 
reserves’ of the bank of Mexico, from 
194,000,000 pesos to 110,900,000 between 
August; 1937)“and-March, —198e.- The 
capital, reserves, and deposits of private 
banks dropped 113,500,000 pesos from June, 
PIS01, eo IRDCI Ls OLo Soar, 
The action of the companies affected the confidence of 
other depositors who also withdrew their assets, with a 
watchful eye on the foreign exchange rate. in relation 
Lo the U.S dollar, jthe Mexicanvpeso, dropped Erom)3...60 
2 
me Los7 to >, 00sen Marchi 20, 1955. Production in the 
Mexican oil industry also dropped sharply following 
‘nationalization from 600,000 metrac tons, a month to 
3 
78,000. This drop was due essentially to the switching 
by<the ‘expropriated companies?of their purchases ‘of oil 
during the period from 1934 toel938, -of about three per 


cent, bringing a diminution of U.S.import of Mexican 


4 
crude. 


IMerrill Rippy, "The Economic Repercussions of 
Expropriation: Case Study: Mexican Oil,” Interamerican 
Economic Hitagers, 5, NOs. WLood ss, so5- 


oT. pot. 
3Ipid., p.60. 


4 bids, pe54s 


Ne 


ay 


; ama ae ee 


" gts eee wee ‘ 


oitleteg ad: beqaiue “ Pee 
i Ree ot bie wah tats 908) 
Heed eet 050 Sharpie eoaey ie 


isa Sever tet sh ie Le ehige 
eerh OTR marr: “088, wELS (eget) epic 
corte iia x ; 


1 paces, Naas ‘ena ‘vedoeian theses = ie! 
« dvviw Bass eH pais decie20 gbl cats gril 


me 


ot eam 6 velat, 2a 


a 


ot 


dotiwe sa: aes via snases, ub sew! ‘ea 
Li LO fo) ‘woncdiabeg 
48g: aout, Jucne te “eter cs oer od holasq ett ig 
maint to valley te ‘ei gunime fe pang ‘spe 


= P ° ‘, 


oll Sadlbesiniaons atte uaik bisa “ im 
S. psi . ca ano thoWtaxtqanata, Las 
uj + (see) , {20% a = Pe 


y BI cAmi 2: [2 


Geo ty eieee sal B 2 


m 2 


a 
2 Bi og © 

; bce : ae oY. et 
: c-q + DA | 

r er hi oq . tor® Wy 
‘ ae > i ie we, a? : ES 
iy Ve) dane ee ie Rae 


Te 


To avoid further economic difficulties, Mexico 
had to turn to customers such as Germany, italy and Japan. 
despite ideological disagreements. The oil boycott thus 
became ineffective while the position of the U.S. in 
Mexican Trade was being threatened. Furthermore, the 
U.S. could not tolerate the idea of Latin American 
commerce being diverted and eee to any power outside 
the western hemisphere. > On December 23, 1942, over 
four years following Cardenas' decision to nationalize, 
Mexico and the U.S. signed a reciprocal trade agreement, 
resuming normal commercial ties.© The oil boyeort had 
thus failed. 

The Petroleum Companies and Mexico's Revolutionary 
Context 

In the course of our arguments and especially 
at the beginning, we have highlighted the alien character 
of the oil companies, and also the fact they were 


privately owned. Diaz and his. cientificos believed 
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very strongly that foreign capital was a prerequisite 

for establishing a solid base for future Mexican economic 
development. This determined to a yreat extent the 
relationship that existed between the oil companies and 
pre-revolutionary Mexico. Needless to say, these 
companies were quite satisfied with an established pattern 
of behavior in which they enjoyed almost unrestricted 

land and tax concessions. 

While the meaning of private property was 
altered in Mexico by the .1917 Constitution, the companies' 
perception of what was considered as the inalienable 
ne of private property did. not seem to, coincide with 
the new social and legal reality. Besides, Mexico's 
nationalist and revolutionary attitudes had to be 
restrained, since (from the standpoint of foreign capital) 
they were liable to create a dangerous precedent. Nonetheless, 
with the failure of the oil boycott a precedent was not 
only created but established. 

Furthermore, it is important to state that 
President Cardenas' economic policy was never in 
fundamental opposition to private property. The challenge 


to private propercy) was made when and where the government 
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felt its existence or mode of operation represented a 
threat to the well being of the lower classes. The 
institution of economic and political structures conform- 
ing to those of corporate state by Cardenas was the 
result of his pragmatic approach to Mexican politics whereby 
he would try to satisfy the demands of the revolutionary 
classes while at the same time preserving all classes. 
Cardenas' concept of social justice did not include a 
transfer of ownership of the means of production, simply 
a more equitable distribution of the economic surplus. 
Another way of looking at this question is to view it not 
as a matter of more equitable distribution, but as a 
reduction of expoitation of the workers. A defender of 
such a view would therefore state that the expropriation 
of the surplus created by the workers was reduced. 

One only has to realize the importance of the 
labor movement in President Cardenas' corporatism to 
understand his pro-labor stand during the conflict. 

As seen earlier, the labor movement had gained strength 
Since the’ beginning of the revolution. “En=spite Of this, 


Cardenas never lost control of it, and used this movement 
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to counterbalance the influence of emerging local as well 
as foreign interests of the commercial and industrial 
types. 

Finally, .the emotional aspect of the sconflict 
is well exemplified by Lombardo Toledano's outburst when 
he learned of Cardenas' decision to nationalize the 
petroleum companies. By early 1938, the conflict had 
become a struggle with symbolic importance between foreign 
domination and the Mexican people. Cardenas' decision to 
nationalize then became inevitable. 

In, fact, the oil industry.failed to place itself 
within the context and the moment of the ongoing Mexican 
revolution. Neither did it place itself within the 
context of social justice as conceived by Cardenas. In 
nationalizing the, petroleum industry, Cardenas could 
exemplify the nationalist spirit of the revolution, while 
implementing forcefully the social function of private 
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